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SUMMARY FONFF HAS DECIDEDTO ACQUIESCE IN HANOI'S DEMAND EOR 
EINAL SETTLEMENT OF AID ISSUE TO CLEAR WAY EOR OPENING EMBASSIES 
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BUT STILL MUST CONVINCE RELUCTANT MINISTRY OF FINANCE AND DEVISE 
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MEANS FOR OBTAINING DIET APPROVAL OF ADDITIONAL AID. RESPONDING 
TO HANOI'S DOMINANT POSITION IN SOUTH AS WELL AS NORTH VIETNAM, 
FONOEF PLANS TO TRY TO COMPLETE NEGOTIATIONS WITH HANOI BEFORE 
PROCEEDING WITH SAIGON. EMD SUMMARY. 

1 . FONOFE FIRST SE ASIA DIVDIR HANABUSA INEORMED US EONOFF HAS 
DECIDED TO ACQUIESCE IN NEGOTIATIONS WITH HANOI AND TRY TO REACH 
A FINAL OVERALL SETTLEMENT OFECONOMIC ASSISTANCE SOMEWHERE 
BETWEEN 12 AND 14.5 MILLION YEN, RESPECTIVELY PROPOSED BY TOKYO 
AND HANOI. SUBSEQUENTLY, ANABUSA HOPES EMBASSIES CAN AT LONG 
LAST BE OPENED. MAJOR DIFEICULTIES WITH CONCESSIONARY APPROACH 
ARE OPPOSITION IN FINANCE MINISTRY AND NECESSITY FOR GAINING 
DIET APPROVAL EOR ECONOMIC ASSISSTENCE EXCEEDING FUNDS ALREADY 
ALLOCATED BY DIET. (5 BILLION YEN ALREADY ALLOCATED COULD BE 
EXTENDED BY EXECUTIVE AGREEMENT.) HIGHLIGHTING OPPOSITION IN 
FINANCE MINISTRY, EONMIN MAYAZAWA TOLD PRESS IN BACKGROUNDER 
THAN FINMIN OHIRA ASKED ONLY ONE QUESTION, "WHAT DOES USG THINK 
OFECONOMIC ASSISTANCE BEING EXTENDED BY JAPAN TO DRV?" 

MIYZAWA TOLD JOURNALIST HE RESPONDED TO OHIRA THAT USG 
UNDERSTOOD JAPAN'S INDOCHINA POLICIES, BUT FONOEF HAS NOT YET 
CONVINCED EINANCE AND EVEN WITH FINANCE'S CONCURRENCE MUST STILL 
OBTAIN DIET APPROVAL, PERHAPS IN THE EXPECTED AUTUMN 

SESSION. HANABUSA IS UNSURE WHETHER DRV WOULD BE WILLNG TO 
PROCEED WITH OPENING EMBASSIES AFTER AGREEMENT IS REACHED 
BETWEEN NEGOTIATORS OR IF HANAOI WOULD INSIST ON AWAITING FINAL 
DIET APPROVAL. IN ANY CASE FINAL BREAKTHROUGH IS STILL 
PROBLEMATICAL. 

2. FONOFE HAS ALSO CONCLUDED THAT RELATIONS SHOULD BE PURSUED 
FIRST WITH HANOI AND SUBSEQUENTLY WITH SAIGON SINCE HANOI 
CLEARLY DOMINATES SVN'S INTERNAL AND EXTERNAL POLICIES, AT 
LEAST FOR MOMENT. THIS, WHILE INEORMAL TALKS WILL CONTINUE IN 
PARIS WITHRGSVN AMB PHAM VAN BA, EONOFF WILL CONCENTRATE ON 
FINALIZING NEGOTIATIONS WITH HANAOI FIRST UNLESS TALKS WITH DRV 
DRAG ON INTERMINABLY, IN WHICH CASE PLANS MIGHT BE RECONSIDERED. 

3. WHILE PRESS HAS WIDELY REPORTED FORMER AMB TO SAIGON HITOMI'S 
RECENT PUBLICH OPTIOISM OVER RE-ESTABLISHMENT OF CONFUSION IN 
RGSVN AND APPARENTLY UNRESOLVED STATE OF RELATIONS BETWEEN 
SAIGON AND HANOI. HANABUSA COMMENTED THAT THERE APPEAR TO BE 
THREE RGSVN'S ONE IN SAIGON, PARIS AND HANOI. HE BFI .FIVES 
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RGSVN REPS IN PARIS ARE PROBABLY MORE ATTUNED TO ACTUAL 
POLICY THAN THOSE IN SAIGON AND DISPARAGES HITOMI'S OPTIMISM. 

FOR THIS REASON, HANABUSA STILL EXPECTS SVN TO DEMAND COMPENSATION 
IN EORM OF ECONOMIC ASSISTANCE EOR SUPPORT JAPAN DEMONSTRATED 
FOR FORMER EGN, (WE NOTE KYOKO REPORT JULY 5 CITING RGSVN 
PREMIER HUYNH TAN WHO SAID "JAPAN HASTHE OBLIGATION TO 
CONTRIBUTE TOWARD REHABILITATION TOWARD SVN" FOR HAVING 
SUPPORTED "US AGRESSION " AND "OLD SAIGON REGIME".) 
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IN THIS CONTEXT, HANABUSA SAID THAT IF RGSVN RENEGES ON $25 
MILLION DEBT OBLIGATIONS INCURRED BY FORMER GVN, GOJ , AND 
ESPECICIALLY MINITRY OE EINANCE, WILL BE EXTREAMELY RELUCTANT TO 
PROVIDE ANY FURTHERAID TO SVN.. 

4. COMMENT: FONOF IS DOGGEDLY DETERMINED TO GET TOEHOLD 
IN HANOI, EVEN AT HIGH COST WHICH GOJ HAS STEP BY STEP EDGED 
TOWARD. WHILE HANAOI HAS ADROITLY WRENCHED ECONOMIC (ALTHOUGH 
NOT POLITICAL) CONCESSINS EROM TOKYO IN YEAR AND HALF OF 
NEGOTIATIONS, PROCESS HAS NOT INGRATIATED THEM WITH JAPANESE 
BUREAUCRACY AND WE SUSPECT ONCE RELATIONS ARE FINALLY SETTLED 
TOKYO WILL BE INCLINED TO NIGGARDLINESS IN PROVIDING FUTURE AID 
TO HANOI 

5. WHILE IT APPEARS TO US SVN WILL PROBABLY SEEK COMPENSATION 
FOR SUPPORT JAPAN PROVIDED EORMER ADMINISTRATION, AUSTRALIAN 
EMBOFF INFORMED US THAT ECONOMIC COMPENSATION WAS NOT DISCUSSED 
IN TALKS GOA HELD WITH RGSVN ON ESTABLISHING DIPLIMATIC 
RELATIONS. 
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